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[1INSTAR

LTM2Q10 2009 2008 2007
(CFQ Pre-W/C + Interest) / Interest Expense 44 51 5.1 37
(CFO Pre-w/C}/ Debt 1% 20% 23% 15%
(CFQ Pre-W/C - Dividends) / Debt 12 16% 18% 10%
Debt / Book Capitalization 50% 52% 53% 53%

[1] All ratios caiculated in accordance with the Regulated Flectric and Gas Utiities Rating Methodology using Moody's standard adjustments

Note: For definitions of Moody's most common ratio terms please see the accompanying {4

Rating Drivers

Two core utility subsidiaries with refatively low business and regulatory sisk profies

Robust credit metrics, of late, due to rate plan cost recovery

Capital spending retumns closer to historic base levels

Sufficient liquidity

Corporate Profile

NSTAR is a holding company and parent for NSTAR Electric Company, which is a regulated electric transmission and distribution (T&D) utility
and the largest subsidiary. NSTAR is aiso the parent for a local gas distribution (LDC) utility, NSTAR Gas Company, and some other small non-
regulated subsidiaries, including telecommunications and liquefied natural gas service operations. NSTAR Electric and NSTAR Gas are
regulated by the Massachusetts Department of Public Uilties (MDPU) and the Federa Energy Regulatory Commission (FERC).

SUMMARY RATING RATIONALE

NSTAR's A2 senior unsecured rating reflects its relatively low risk business model and the consistently supportive regulatory and legisiative
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environment in which its regulated subsidiaries operate. The rating also takes into account considerable improvement in key credit metrics over
the past bwo years, as expected. We cumrently anticipate that NSTAR's consolidated key credit metrics can remain at the stronger levels during

the remaining two years of the existing long term rate plan for its subsiciary, NSTAR Electric. Moreover, liquidity at NSTAR remains adequate for
the rating level, with consolidated cash fiow from operaticns {CFO) supplemented by ample unused capacity under committed multi-year bank

credit facilities at NSTAR and NSTAR Eleclric, and a 384-day facility at NSTAR Gas.

DETAILED RATING CONSIDERATIONS
RELATIVELY LOW BUSINESS RISK MODEL SUPFORTS SOUND CREDIT QUALITY

NSTAR's low business risk profile reflects management's past decisions to divest NSTAR Electric's generation assets and buy out or
restructure certain above market priced power purchase contracts over several years following passage of industry restructuring egislation in
Massachusetts in 1995, The legislation gave retail customers the option to choose an allernative elactric energy supplier or to continue receiving
electric energy from NSTAR Electric, which continues to have electric provider of last resort (POLR) respensibiliies. As a result, virtually all of
NSTAR's revenue and cash flow is more stable and predictable because they are produced by providing regulated electric T&D and natural gas
LDC services.

More recently, NSTAR completed the sale of its wholly-owned subsidiary, Medical Area Total Energy Plant {MATEP), which further reduced its
unregulated exposure and supports the parent company's low busiress risk profile. The sale of MATER to a joint venture, including Neolia
Energy North America (majority owner) and Morgan Stanley Infrastructure Partners, provided NSTAR with about $344 miillion, resulting in a gain
of nearly $110 million. The net after-tax proceeds cf the sale ware used ta retire MATEP debt of $85.5 million and the remainder will be used to
repurchase NSTAR's common stock.

Moody's views the sale of MATEP as a net credit positive event for NSTAR, even in the midst of ongoing share repurchases.
CONSTRUCTIVE LEGISLATION AND REGULATION IN MASSACHUSETTS

In tandem with NSTARs low business risk profile, we place sigrificant emphasis on the degree of support provided by the MDPU and FERC.
The industry restructuring {egisiation and a series of regulatory agreements have been providing ample oppertunity for NSTAR Electric to recaver
all stranded costs stemming from prior investments in generation assets and power purchase agreements (PPAs). Under the legisfation,
stranded cost securitization financing was an option if the utility sold its generation assets and/or bought out PPAs, NSTAR Electric took
advantage of this financing option, thus accelerating the cash recovery of stranded costs and providing funds to reduce regourse debt,

Several other aspects of regulation in Massachusetts are also supportive of the credit quality for NSTAR, including the means to recover POLR
supply costs, the enargy portion of bad debt costs, natural gas supply costs, pension plan expenses, and the goodwill associated with the 1999
merger between BEC Energy and Commonwealth Energy System to form NSTAR. More recently, the MDPU granted the utilities an opportunity
to propose decoupling plans as part of their next general rate case. Decoupling of revenues from customer usage assumed as a basis for
setting rates is an approach that would enable NSTAR's utilities to mitigate the earnings and cash flow pressuras that would otherwise resuft
from weather induced customer censervation and or efficiency and load reduction programs. Wae understand that NSTAR Electric wil await
conclusion of its current rate plan before pursuing this opportunity, while NSTAR Gas may seek such a mechanism sooner.

NSTAR Eleclric's seven-year rate pian {in place since December 2005} is also generally supportive of NSTAR's consolidated credit guality
because it provides some predictability for future rates and revenue streams. In the earlier years of the rate plan, there have bean same
temporary reductions in cash flows due to the deferral of certain transition costs; however, we expect the MDPU will stand behind the terms of
the plan that call for full recovery of these amcunts with a carrying cost at 10.88%. Any unexpected shift in the reguiatory approach to this issue

as NSTAR Electric enters the period of cash recovery of these deferrals over the remaining term of the rate plan would be cause for credit
concern.

Meanwhile, the FERC has established rates that provide NSTAR Electric a good opportunity to earn attractive returns on its recently completed
transmissian investments.

IMPROVED CREDIT METRICS ARE MORE IN LINE WITH THE A2 RATING

From a historical perspective, the weakness evidentin NSTAR's FY '06 and FY "07 CFO Pre-W/C to interest and debt coverage ratios was
caused in part by the cost deferrals under NSTAR Electric's long term rate plan; however, our concerns about the weakness in the metrics
relalive to the AZ rating were tempered somewhat by the expectation that the recovery of those deferrals would lead to a robust cash recovery in

the future and stronger credit metrics, as well as the company's favorable business risk profile and the supportive regulatory/egislative
environment in Massachuselts,

As anticipated, NSTAR's CFO Pre-W/C ta interest and debt coverage ratios have experienced an abrupt increase from the FY '06 and FY '07
levels of about 3.7x and 15.5%, respectively, as the '08 and 09 fiscal years have produced average metrics of 5.1x for CFO Pre-W/C to interest
and 21.5% CFO Pre-W/C to debt. The marked improvement in metrics is due to cash recovery of regulatory deferrals under the NSTAR Electric
multi-year rale plan and increased returns on transmission investments. For the 12-months ended June 30, 2010 these metrics continued to
outpace the "06 and '07 levels at 4.4x and 17%. Our prospective view for NSTAR's ratings assumes that CFO will confinue to benefit from cash
recovery of regulatary deferrals under the NSTAR Electric multi-year rate plan along with increased returns on its recent transmission
investments. Specifically, we anticipate that NSTAR can achieve consolidated cash flow from operations, on average, in excess of $600 million
annually over the next couple of years, which should produce CFO Pre-W/C to interest and debt coverage ratios in the range of 4.5x - 5.0x and
20% to 23%, respectively. Achieving these levels would be typical for a utility holding company at the A2 rating level, especially bearing in mind
the utilities’ low business risk profiles and the supportive Massachusetts regulatory environment. Moreover, we emphasize that these metrics
could be considered to be at stressed levels since they include the full amount of non-recourse securitized debt in order to be consistent with
analysis of comparable companies, as described in the Regulated Electric and Gas Utilies Rating Methodology published in August.

CAPITAL SPENDING RETURNS TO INTERNALLY SUPPORTABLE L EVELS
On a reported basis, NSTAR was Free Cash Flow (FCF) negative from 2005-2008, but since we expect the company to be scaling down its

capex (which could show even more discretion if there are poor economic or market conditions), we anticipate the company to be FCF positive
over the intermediate-term. :
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NSTAR concluded a rather robust capital plan in 2009, that included three transmission lines as part of a 345 kv project, which saw capex levels
rise over $400 miilion in 2006 and 2008. The company now tums its attention to two other significant projects. One is a transmission project that
involves Northeast Utilities (NU) and Hydro-Guebec (HQY), which will bring 1,200 MWs of capacity into New England, ang the other is a 22-mile
345 kv transmission line that wiil cross the Cape Cod canal. NSTAR is stilt working on the transmission services agreement with NU and HQ,
and is finalizing a licensing issue for an energy facilities siting board regarding the Cape Cod canal project.

NSTAR's total costs for the two projects are $225 million for the NUHQ: project (expected to be in-service by 2015) and $$10 - $120 million for
the Cape Cod project (expected to be in-service by 2012). For ali of 2010, the company expects to spend about $370 million; $100 mitiion of
which is transmission related, $50 million for the gas business and the balance on electric distribution. For 2011, we anticipate NSTAR's
consolidated capex will be somewhere around $325 mition, The substantial portion of the 2011 capex will be at NSTAR Electric, which we
éxpect to be funded with internally generated cash flow.

Liquidity

NSTAR's operating subsidiaries are the primary source of its cash flow in the form of dividends, with NSTAR Electric contributing the largest
percentage by far. Moody's expects that NSTAR will continue to maintain sufficient liquidity, as the quarterly dividends from operating
subsidiaries, coupled with extemal liquidity provided by NSTAR's $175 million commercial paper program (Prime-1 short-term rating), should
continue to provide ample funds to cover standalone interest, tax payments, corporate overhead, and the common dividend. Given its Prime-1
CP rating, NSTAR has been able to consistently access the commercial paper market even during tight credit conditions. In addition to NSTAR's
$175 million multi-year, syndicated committed bank revoiver, which expires in December 2012 and backstops the commercial paper program,
NSTAR Electric has its own $450 million committed five year revolver due December 2012, while NSTAR Gas has its own $100 million 364-day
iine of credit, expiring in December 2010. Though NSTAR Gas anticipates that this facility will be renewed, Moody's does not give NSTAR's
consolidated liquidity profile credit for a facility that comes due within the next twelve months of its sources and uses analysis. The agreements
do not contain any rating triggers that would set off default, acceleration or puls, but rating sensitive pricing applies. The facilities are not
burdened by an ongeing material adverse change clause and have just one financial covenant (maximum debt of 65% as defined). At June 30,
2010, the compliance calculation showed debt to capital at 57.5%, leaving ample headroom under the financial covenant.

NSTAR's daily average commercial paper balance during the 12-months ended June 30, 2010 was about $120 million (the peak of $175 million
was outstanding on several days, primarily due to line being used as inter-company loans to NSTAR Gas). There was $47.5 million of
commercial paper outstanding at the end of Q-2 2010 and we note that NSTAR Electric reported about $55 million as the current portion of long-
term debt at June 30, 2010, $54 million of which was related to non-recourse bransition property securitization debt serviced by legislatively
mandated billing to customers. in fact, NSTAR has no material maturities until NSTAR Electric's $400 millicn of debentures come due in October
2012. The parent company's only material standalone maturity isn't until 2019.

Rating Qutlook

NSTAR's stable rating outiook primarily refiects the adequate credit profiles of its utility subsidiaries, which beneft from suppaortive regutatory
practices in Massachusetts, as well as the improved consolidaled credit metrics in 2008 and 2009 that are in line with the A2 rating. The outiook
also anticipates that these key metrics can be maintained during the remaining two years of NSTAR Eiectric's long-term rate plan. Moreaver, it
assumes that management wil maintain its conservative strategy related to non-regulated investments and that there will not be any new
additional long-term debt issuance at the parent level.

What Could Change the Rating - Up

Based on the stable outiook, we do not expect an upgrade of NSTAR's raling in the near term. Longer term, if NSTAR produces CFO Pre-W/C to
interest and debt comfortably above 5x and 25%, respectively, on a sustainable basis, and there is a substantial reduction in the overafi
consolidated debt level, then we might consider an upgrade. .

What Could Change the Rating - Down

NSTAR's ratings could be downgraded if there is a prolonged decline in financial metrics below expected levels noted above due to shortfalls in
fundamental performance by the cperating subsidiaries and/or an unexpected change in NSTAR's conservative philosophy with respect to non-
regulated investments. More specifically, NSTAR's ratings could be pressured if CFO Pre-W/C to interest and debt fall to levels around 4.2x and
20%, respectively, for an extended period. This would be especially more likely if there is a corres ponding negative shift in the consolidated
business and legislative/regulatory risk profiles.

NSTAR

Re g i
Factor 1: Regulatory Framework (25%)
Factor 2: Ability to Recover Costs and Earn Returns X
{25%)
Factor 3: Diversification (10%)
a) Market Position (5%) X
b) Generation and Fuel Diversity {5%) NA
Factor 4: Financial Strength, Liquidity & Financial
Metrics {40%)
a) Liquidity (10%) X
b) CFO pre-WC + Interest / ineterest (7.5%) (3yr Avg) X
c} CFO pre-WC / Debt {7.5%) (3yr Avg) X
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d} CFO pre-WC - Dividends / Debt {7.5%) {3y Avg) X
e) Debt / Capitalization or Debt / RAV (7.5%) (3yr X
Avg)

Rating:

a) Methodology Implied Senior Unsecured Rating A3

) Actual Senior Unsecured Rating A2
M
NMOQDY'S

INVESTORS SERVICE

® 2010 Moady's Investors Service, Inc. and/or its licensors and affiiates (collectively, "MOQDY'S"). All rights reserved.

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S {"MIS"} CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MA' NOT MEET 1TS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR: FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SALE.

ALL INFORMATION CONTANED HEREN IS PROTECTED BY LAW, NCLUDING BUT NOT LIMITED 7O,
COPYRIGHT LAW, AND NONE OF SUCH NFORMATION MAY BE COPED OR OTHERWISE REFRODUCED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD,
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR N PART, INANY FORM OR
MANNER OR. BY ANY MEANS WHATSOEVER, BY ANY PERSON W ITHOUT MOODY'S PRIOR WRITTEN
CONSENT. Ali information contained herein is obtained by MOODY'S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, alf information
contained herein is provided "AS 15" without warranty of any ¥ind. MOODY'S adopts all necessary measures sc that
the infermation it uses in assigning a credit rating is of sufficient quality and from scurces Mocdy's considers to be
reliabie, including, when appropriate, independent third-party sources, However, MOODY'S is not an auditor and
cannot in every instance independently verify or validate information received in the rating process, Under no
circumstances shall MOODY'S have any liability to any person or entity for (a} any loss or damage in whole or in part
caused by, resulting from, or relating to, any eror {negfigent or otherwise) or other circumstance or contingency within
or cutside the control of MOODY'S or any of its directors, officers, employees or agents in connection with the
procurement, coflection, compitalion, analysis, interpretation, communication, publication or defivery of any such
information, or (b} any direct, indirect, special, censequential, compensatory or incidental damages whatsoever
(including without limitation, lost profits), aven f MOODY'S is advised in advance of the possibility of such damages,
resulting from the use of or inability to use, any such information. The ratings, financial reporting analysis, projections,
and other observaticons, if any, constituting part of the information contained herein are, and must be construed solely
as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities.
Each user of the information contained herein must make its own study and evaiuation of each security it may
consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURALZY,
TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR OTHER OPINION OR NFORMATION IS GIVEN OR MADE BY MOODY'S INANY FORMOR
MANNER WHATSOEVER.

MIS, a wholiy-owned credit rating agency subsidiary of Moody's Corporation ("MCQO"), hereby discloses that most
Issuers of debt securities {including corparate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by MIS have, pricr to assignment of any rating, agreed to pay to MIS for appraisal and rating
services rendered by it fees ranging rom $1,500 to approximately $2,500,000. MCO and MIS also maintain policies
and procedures to address the independence of MIS's ratings and rating processes. hformaticn regarding certain
affiliations that may exist between directors of MCO and rated entities, and between entiies who hold ratings from MS
and have also publicly reparted to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.cam under the heading "Sharehcider Relations — Corporate Governance — Director and Sharehelder
Affiliation Policy."

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61
003 399 657, which holds Australian Financial Services License nc. 335969. This document is intended to be provided
only to "wholesale clients” within the meaning of section 761G of the Corparations Act 2001. By continuing to access
this document from within Australia, you represent to MOODY'S that you are, or are accessing the document as a
representative of, a "wholesale client" and that neither you nor the entity you represent will directly or indirectly
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disseminate this document or its contents to "retail clients” within the meaning of section 761G of the Caorporalians
Act 2001,
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[1INSTAR Electric Company

LTM2Q10 2009 2008 2007
(CFO Pre-W/C + Interest} / interest Expense 57 6.1 4.7 4.6
(CFO Pre-Wi/C) / Debt 2% 26% X% 1%
(CFO Pre-W/C - Dividends)/ Debt 14% 20% 18% 8%
Dehbt / Book Capitalization 4% 43% &% HM%

[1] Alt ratios calculated in accordance with the Regulated Electric and Gas Wilites Rating Methodology using Moody's standard adjustments

Note: For definitions of Moody's most common ralio terms please see the accompanying ik

Rating Drivers

Relatively low business and regulatory risk profiles

Improved credit metrics more in line with A1 rating ievel

Reduced capex will now be maore in-line with historical base spending Jevels

Sufficient liguidity

Comorate Profile

NSTAR Electric Company is a requlated electric ransmission and distribution utility company and the largest subsidiary of NSTAR, which is also
the parent company for a local gas distribution utility, NSTAR Gas Company, and other small non-regulated subsidiaries. NSTAR Electric is

regulated by the Massachusetts Departrment of Public Utilties (MDPU) and the Federal Energy Reguiatory Commission (FERC).
SUMMARY RATING RATIONALE

NSTAR Electric’s A1 senior Lnsecured debt rating reflects its rejatively low business risk model and the supportive legislative and regulatory
environment in which it operates. The rating also takes into account considerable improvement in key credit metrics since 2008 to solidify the
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company's standing within its A1 rating level. We currently anticipate that NSTAR Electric's key credit metrics can remain at the stronger levels
during the remaining years of the existing iong term rate plan and its liquidity should remain sufficiert as cash flow from operations is expected to
be supplemented by continued access to the commercial paper market and committed bank credit facility.

DETAILED RATING CONSIDERATIONS
RELATIVELY LOW BUSINESS RISK MODEL SUPPORTS SOUND CREDIT QUALITY

NSTAR Electric's low business risk profile reflects management's past decisions to divest generation assets and buy out or restructure cerlain
above market priced power purchase contracts over several years following passage of industry restructuring legislation in Massachusetts in
1998. The legislation gave retail customers the option to choose an allernative eleclric energy supplier or to continue receiving electric energy
from NSTAR Electric, which continues to have electric provider of last resort {POLR) responsibiliies. As a result, virually all of NSTAR Electric's
revenue and cash flow is more stable and predictable because they are produced by providing regulated electric transmission and distribution
(T&D) services.

CONSTRUCTNVE LEGISLATION AND REGULATION IN MASSACHUSETTS

In tandem with NSTAR Electric’s low business risk profile, we place significant emphasis on the degree of support provided by the MDPU and
FERC. The industry restructuring legislation and a series of regulatory agreements have been providing ample opportunity for NSTAR Electric to
recover all stranded costs stemming from prior investments in generation assets and power purchase agreements (PPAs). Under that
legislation, stranded cost securitization financing was an option if the utility sold #ts generation assets and/or bought out PPAs and NSTAR
Electric took advantage of this financing option, thus accelerating the cash recovery of stranded costs and providing funds te reduce recourse
debt.

Several other aspects of regulation in Massachusetts are also suppartive of the credit quality for NSTAR Electric, including the means to recover
POLR supply costs, the energy portion of bad debt costs, pension plan expenses, and the goodwill associated with the 1999 merger between
BEC Energy and Commonwealth Energy System to form NSTAR. Mere recently, the MDPU granted the utilities an opportunity to propose
decoupling plans as part of their next general rate case. Decoupling of revenues from customer usage assumed as a basis for setting rates is
an approach that should enable utilities to mitigate the earnings and cash flow pressures that would otherwise result from weather induced
customer conservation and or efficiency and lcad reduction programs. We understand that NSTAR will await conclusion of its current rate plan
at the end of 2012 before pursuing this opportunity.

NSTAR Electric’s seven-year rate pian (in place since December 2005) is alsc gererally supportive of credit quality because it provides some
predictability for future rates and revenue streams. In the earlier years of the rate plan, there were some temporary reductions in cash flows due
to the deferral of certain transition costs; however, we remain confident that the MDPU wili continue to stand behind the terms of the pian that
calls for fuil recovery of those amounts with a camying cost calculated at 10.88%. Any unexpected shift in the regulatory approach to this issue

as NSTAR Electric benefits from ongoing cash recovery of those deferrals over the remaining term of the rate plan would be cause for credit
concern.

Meanwhile, the FERC has establishec rates that provide NSTAR Electric a good opportunity to earn attractive returns on its recently completed
transmission investments.

IWPROVED CREDIT METRICS ARE MORE IN LINE WITH A1 RATING

From a historical perspective, the weakness evident in NSTAR Electric's FY '06 and FY 07 CFO Pre-W/C to interest and debt coverage ratios
was caused in part by the cost deferrals under the current long term rate plan; however, cur concerns about weakness in the metrics relative to
the A1 rating during this period were tempered scmewhat by the company's faverable business risk profile and the supportive
regulatory/legisiative environment in Massachusetts. In FY 2008, NSTAR Electric's credit metrics began to strengthen considerably and this
trend continued for FY '09 as CFO Pre-W/C to interest and debt caverage ratios were about 6.1x and 26%, respectively, largely reflecting
improvement due to cash recovery of regulatory deferrals under the multi-year rate plan and increased returns on transmission investments. For
the 12 months ended June 30, 2010, these metrics continued at sdiid levels of 5,7x and 22%, respectively,

Our prospective view for NSTAR Electric's ratings assumes that CFO will continue to benefit from the cash recovery of regulatory deferrals
under the multi-year rate plan along with the increased returns on recent ransmission investments. Specifically, we anticipate that NSTAR
Electric can achieve cash flow from operations near $800 million annually over the next couple of years, which shauld allow CFO Pre-W/C to
interest and debt to be maintained in the mid-to high 5x level and the 25% to 30% range, respectively. Maintaining these levels wouid be in line
with a T&D utility at the A1 rating level, especially bearing in mind NSTAR Electric's low business risk profile and the support provided to NSTAR
Electric by the MDPU and FERC. Moreover, we emphasize that these metrics could be considered to be at somewhat stressed levels since
they include the full amount of non-recourse secwitizad debt in order to be consistent with our analysis of comparable companies, as described
in the Reguiated Electric and Gas Utilities Rating Methodology published in August 2009,

RETURN TO MORE TYPICAL BASE LEVEL OF CAPEX OVER THE INTERMEDIATE-TERM

NSTAR Electric concluded a rather robust capital plan in 2009, that included three transmission Jines as part of a 345 kv project, which saw
capex levels rise to well in excess of $300 million in 2006 and 2008. The company now turns its attention to a 22-mile 345 kv transmission line
that will cross the Cape Cod canal, NSTAR Electric is finalizing a licensing issue for an energy facilities siting board, regarding the Cape Cod
cana project - a project that is expected to cost $110 - $120 million and be in-service by 2012.

For all of 2010, the company expects to spend about $317 million and we anticipate that NSTAR Electric will spend neariy $282 million in 2011,
which will ba largely funded with internally generated cash flow.

Liquidity

NSTAR Electric consistently maintains sufficient internat and external sources of Hquidity, including continued access to the commercial paper
market given its P-1 commercial paper rating, which supplements internally generated cash flow and should help meet its short term cash
needs over the next four quarters. NSTAR Electric also represents the principal source of cash for NSTAR to meet its standalone fixed
obligations, unallocated ad ministrative costs, and common dividend.
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For the 12-months ended June 30, 2010, NSTAR Electric's short-term debt averaged $280 million {the peak was $441.5 million in February 2010
to fund normal working capital requirements} and the company reported $343 million of commercial paper outstanding as of June 30, 2019,
There was $9.1 milion of unrestricted cash at the end of Q-2 2010, consistent with the practice of keeping a refatively modest amount of cash
on hand. Al the same time, roughly $55 million was reported as the current portion of long-term debt, about $54 million of which was related to
non-recourse transition property securitization debt serviced by legislatively mandated billing to customers, The company has no material debt
maturities until October 2012 when $400 million of debentures are due,

NSTAR Electric has a $450 million committed 5-year revolving credit agreement, expiring on December 31, 2012, which backstops the $450
million commercial paper program. The agreement includes an annual 364-day extension option at the discretion of the lending banks. Although
NSTAR Eleclric has nc plans to draw under the back-up facility, it would expire 364-days from the date of the first draw, unless a jong-term
financing approval from the MDPU allows otherwise.

The bank agreement is not burdened by any cngoing material adverse change clause and has just one financial covenant (65% maximum deht
ratio as defined). The covenant compliance calculation was 49% at June 30, 2010 leaving substantial headroom. Moreover, there are no rating
triggers that could set off default, acceleration or puls, but rating sensitive pricing appiies.

Rating Outlook

NSTAR Electric's rating cutlock is stable, as we expect credit metrics will continue to benefk from cash recovery of deferral items over the
remaining years of the existing long term rate pian, thereby positioning the ulility well in its rating category.

What Could Change the Rating - Up

An upgrade is unlikely in the near term against the backdrop of a stable outlook, Longer term, if qualitative factors remain equal and NSTAR
Electric can sustainably produce CFO Pre-W/C 1o interest and debt above 6.0x and 30%, respectively, then Moody's would consider a higher
rating.

What Could Change the Rating - Down

Shortfalls in NSTAR Electric's financial performance and/or an unexpected change in NSTAR's conservative strategy with respect to non-
regulated investments could bring negative ratings pressure. In particular, if, on average, CFO Pre-W/C to interest and debt were to fall below
4.8x and 23%, respectively, on an annual basis and for an extended period of time, then a downgrade could ocour. Any material negative shift in
the regulatory risk profile of the company would also be negative to the rating.

NSTAR Electric Cormpany

Factor 1: Regulatory Framework (25%) X
Factor 2: Ability to Recover Costs and Earn Returns X
(25%)
Factor 3: Diversification (10%})
a) Market Position (10%) X
b} Generation and Fuel Diversity (0%) na
Factor 4: Financial Strength, Liquidity and Key Financial
Metrics {40%)
a) Liquidity {10%) X
b) CFO pre-WC + interest / Ineterest (7.5%) (3yr Avg) X
c) CFO pre-WC / Debt (7.5%) {3yr Avg) X
d) CFO pre-WC - Dividends / Debt (7,5%) (3yr Avg} X
e} Deht / Capitalization or Debt / RAY {7.5%) (3yr X
Avg)
Rating:
a) Methodology Implied Senior Unsecured Rating A3
b) Actual Senicr Unsecured Rating Al
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